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sult of efforts to prevent the disruption of 
critical functions or services that could result 
in harm to life or property; 

(4) upon identification of a first-time viola-
tion, the small business concern initiated rea-
sonable and prompt measures to correct the 
violation; and 

(5) the small business concern submitted no-
tice to the appropriate agency of the first- 
time violation within a reasonable time not to 
exceed 5 business days from the time that the 
small business concern became aware that the 
first-time violation had occurred. 

(e) Exceptions 

An agency may impose civil money penalties 
authorized under Federal law on a small busi-
ness concern for a first-time violation if— 

(1) the small business concern’s failure to 
comply with Federal rules or regulations re-
sulted in actual harm, or constitutes or cre-
ates an imminent threat to public health, 
safety, or the environment; or 

(2) the small business concern fails to cor-
rect the violation not later than 1 month after 
initial notification to the agency. 

(f) Expiration 

This section shall not apply to first-time vio-
lations caused by a Y2K failure occurring after 
December 31, 2000. 

(Pub. L. 106–37, § 18, July 20, 1999, 113 Stat. 202.) 
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§ 6701. Operation of State law 

(a) State regulation of the business of insurance 

The Act entitled ‘‘An Act to express the intent 
of Congress with reference to the regulation of 
the business of insurance’’ and approved March 
9, 1945 (15 U.S.C. 1011 et seq.) (commonly referred 
to as the ‘‘McCarran-Ferguson Act’’) remains 
the law of the United States. 

(b) Mandatory insurance licensing requirements 

No person shall engage in the business of in-
surance in a State as principal or agent unless 
such person is licensed as required by the appro-
priate insurance regulator of such State in ac-
cordance with the relevant State insurance law, 
subject to subsections (c), (d), and (e) of this sec-
tion. 

(c) Affiliations 

(1) In general 

Except as provided in paragraph (2), no State 
may, by statute, regulation, order, interpreta-
tion, or other action, prevent or restrict a de-
pository institution, or an affiliate thereof, 
from being affiliated directly or indirectly or 
associated with any person, as authorized or 
permitted by this Act or any other provision 
of Federal law. 

(2) Insurance 

With respect to affiliations between deposi-
tory institutions, or any affiliate thereof, and 
any insurer, paragraph (1) does not prohibit— 

(A) any State from— 
(i) collecting, reviewing, and taking ac-

tions (including approval and disapproval) 

on applications and other documents or re-
ports concerning any proposed acquisition 
of, or a change or continuation of control 
of, an insurer domiciled in that State; and 

(ii) exercising authority granted under 
applicable State law to collect information 
concerning any proposed acquisition of, or 
a change or continuation of control of, an 
insurer engaged in the business of insur-
ance in, and regulated as an insurer by, 
such State; 

during the 60-day period preceding the effec-
tive date of the acquisition or change or con-
tinuation of control, so long as the collect-
ing, reviewing, taking actions, or exercising 
authority by the State does not have the ef-
fect of discriminating, intentionally or unin-
tentionally, against a depository institution 
or an affiliate thereof, or against any other 
person based upon an association of such 
person with a depository institution; 

(B) any State from requiring any person 
that is acquiring control of an insurer domi-
ciled in that State to maintain or restore 
the capital requirements of that insurer to 
the level required under the capital regula-
tions of general applicability in that State 
to avoid the requirement of preparing and 
filing with the insurance regulatory author-
ity of that State a plan to increase the cap-
ital of the insurer, except that any deter-
mination by the State insurance regulatory 
authority with respect to such requirement 
shall be made not later than 60 days after 
the date of notification under subparagraph 
(A); or 

(C) any State from restricting a change in 
the ownership of stock in an insurer, or a 
company formed for the purpose of control-
ling such insurer, after the conversion of the 
insurer from mutual to stock form so long as 
such restriction does not have the effect of 
discriminating, intentionally or uninten-
tionally, against a depository institution or 
an affiliate thereof, or against any other 
person based upon an association of such 
person with a depository institution. 

(d) Activities 

(1) In general 

Except as provided in paragraph (3), and ex-
cept with respect to insurance sales, solicita-
tion, and cross marketing activities, which 
shall be governed by paragraph (2), no State 
may, by statute, regulation, order, interpreta-
tion, or other action, prevent or restrict a de-
pository institution or an affiliate thereof 
from engaging directly or indirectly, either by 
itself or in conjunction with an affiliate, or 
any other person, in any activity authorized 
or permitted under this Act and the amend-
ments made by this Act. 

(2) Insurance sales 

(A) In general 

In accordance with the legal standards for 
preemption set forth in the decision of the 
Supreme Court of the United States in 
Barnett Bank of Marion County N.A. v. Nel-
son, 517 U.S. 25 (1996), no State may, by stat-
ute, regulation, order, interpretation, or 
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